
STATE OF NET'I YORK

STATE TAX COMMISSION

In the Matter of the Petttlon
o f

Ihe Dreyfus Fund, Inc.

for Redeternlnation of a Deficiency or Revislon
of a Determination or Refund of Corporation
Franchise Tax under Artlci-e 9A of the Tax Law for
the Fiscal-  Year Ended 4130/76.

AFFIDAVIT OF MAILING

St,ate of New York :
s s .  :

County of Albany :

David Parchuck, belng duly sworn, deposes and say6 that he ls an employee
of the State Tax Co'rmlssion, that he ls over 18 years of age, and that on the
30th day of September, 1985, he served the wlthln not ice of Decl"sl ,on by
certl-fl.ed mail upon The Dreyfus Fund, Inc.r the petl"tloner in the withln
proceeding, bI enclosing a true copy thereof ln a securely sealed postpaid
wrapper addressed as fol lows:

The Dreyfus Fund, Inc.
767 Ftfrh Ave.
New York, NY 10153

and by deposttlng same enclosed in a postpald properly addressed wrapper in a
post office under the exclusl-ve care and custody of the United States Postal
Servlce wlthin the State of New York.

That deponent further says that the said addressee ls the petltioner
herein and that the address set forth on sald rf,rapper ls the last known addrees
of the pet l t ioner.

Sworn to before me thls
30th day of September, 1985.

to n is te r  oa
pursuant to Tax Law sect lon 174



STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the Pet i t ion
o f

The Dreyfus Fund, Inc.

for Redetermination of a Deficlency or Revlsion
of a Determination or Refund of Corporatlon
Franchlse Tax under Article 9A of the Tax Law for
the Flscal-  Year Ended 4130176.

AFFIDAVIT OF MAILING

state of

County of

New York :
a s .  :

Albany :

David Parchuck, belng duJ-y sworn, deposes and says that he ls an employee
of the State Tax Conmission, that he ls over 18 years of ager Bnd that on the
30th day of September, 1985, he served the withln not ice of Declsl"on by
certified maiL upon Stephen L. Sol-omon, the representatlve of the pet,itioner in
the withln proceeding, by encloslng a true copy thereof l"n a securel.y seaLed
postpaid l rrapper addressed as fol lows:

Stephen L. Solomon
Hutton & Solomon
342 Madison Ave.
New York, NY 10173

antl by depositing same enclosed l-n a postpaid properly addressed lilrapper ln a
post offlce under the exclusive care and custody of the United States Poetal
Servtce within the State of New York.

That deponent further says that the said addressee ls the representative
of the petitloner herein and that the address set forth on satd wrapper ls the
last known address of the representative of the petitioner.

Sworn to before ne thls
30th day of September, 1985.

Authorlzed to lster oaths
pursuant to Tax Law sect lon L74
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Septenber 30, 1985

Dreyfus Fund, Inc.
Fi f th Ave.
York, NY 10153

Gentlemen:

Please take notLce of the Declslon of the State Tax Comlsslon euclosed
herewlth.

You have now exhausted your right of revlew at, the adnl,nistratl-ve level.
Pursuant to section(s) 1090 of the Tax Law, a proceeding in court to review an
adverse decislon by the State Tax Commission uay be instituted onLy under
Artlcle 78 of the Civll Practlce Law and Rul-es, and must be cormenced ln the
Supreme Court of the State of New York, Albany Countyr withln 4 monthe fron the
date of this not lce.

Inqulrles concerning the computatlon of tax due or refund allowed tn accordance
with this decision may be addressed to:

NYS Dept. Taxation and Finance
Law Bureau - Lltigation Unl-t
Building lf9, St.ate Campus
Albany, New York 12227
Phone # (518) 457-2070

Very truly yours'

STATE TA)( COMMISSION

Petl"tloner t s Representatl"ve
Stephen L. Solomon
Hutton & Solomon
342 Madlson Ave.
New York, NY 10173
Taxing Bureaurs Representative

c c :



STATE OF NEI,.I YORK

STATE TA)( COMMISSION

In the Matter of the Petltion

o f

THE DREYFUS SPECIAL INCOME FUND, INC.

for Redetermlnatlon of a Deficiency or for
Refund of Corporation Franchl"se Tax under
Article 9-A of the Tax Law for the Fiscal Year
Ended Apr i l  30 ,  1976.

Wtrether, for purposes

under Tax Law Article 9-A,

( I .R .C.  563)  o r  l "nves tment

Petltloner, The Dreyfus Speclal Income Fund, Inc. r 767 ELfth Avenue' New

York, New York 10153, f iLed a pet i t ion for redeterminat ion of a def ic lency or

for refund of corporatl-on franchise tax under Arttcle 9-A of the Tax Law for

the f lscal  year ended Apri l  30, 1976 (Ft l -e No. 42454).

Petitioner, by its duly authorlzed representative, Hutton and Solomon'

Esqs. (Stephen L. Solomon, Esq.,  of  counsel-) ,  waived a hearlng and submitted

its case for decislon based upon the entire flle, lncludlng a Stipulatl.on of

Facts, with al l  br iefs to be subrnl" t ted by June 21, 1985. After due conslderat ion,

the State Tax Cornmissl-on renders the fol-lowing decision.

ISSUE

DECISION

of computl.ng petltioner's franchise tax 1iabtLlty

the proper starting pol"nt is Federal taxabLe Lncoue

company taxable income (I .R.C. 5852).

FINDINGS OF FACT

1. 0n Aprl l  24, 1985, a St lpul-at lon of Facts pertaining to the Pet i t lon

of The Dreyfus Special  Income Fund, Inc. ("pet l" t loner") ,  duly executed by

authorized representatives for petitioner and for the Audit Division, was
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subnl-tted. This Stlpulation of Facts, whlch incLudes attached exhiblte ln

support  thereofr provides as fol lows:

a) The Dreyfus Special Incone Fund, Inc., the petitioner herel-n, is a

corporation formed under the Laws of Delaware on July 21, l97O and reincor-

porated under the laws of Maryland on November 11, L974, havlng its

prlnclpal p1-ace of business at 767 FLftl: Avenue (also known as 600 Madlson

Avenue),  New York, New York.

b) Pet i t ioner ls on a f lscal  year ending on Aprl l  30th of each year.

c) Petttioner tlmely filed a New York corporate franchise tax return

(Forn CT-3) for the taxable year ended Aprll 30, 1976 wtth the New York

State Department of Taxat lon and Finance on or before October 15, L976.

Such tax return showed a liabllity for New York State franchlse tax for

the year then ended of $23,536.84 which has been fu1Ly paid.

d) 0n July 11, 1979, pet i t ioner f t led a Clain for Credlt  or Refund of

Corporatl"on Tax Pald (Forn CT-8) with the New York St,ate Department of

Taxat ion and Finance for a refund of $161813.17 of the franchlse tax pald

for the year ended Apri l -  30, 1976. This cl-alm nas rejected by let ter

dated August 2, 1979 and pet l t loner f l led a Pet i t ion for Heartng on

J u l y  6 ,  1 9 8 1 .

(e) By l -et ter dated September 15, 1981, the Tax Appeals Bureau advised

the pet i t ioner that the or lginal  Pet l t ion had been accepted as a Perfected

Peti t ion. In response to the Perfected Pet i t ion, the Audit  Dlvis lon

issued an Ansrder on November 13, 1981.

(f)  Pet i t ioner f l led a Federal  income tax return (Form 1120) for the

taxable year ended Aprit- 30, 1976 with the Internal Revenue Servl"ce. The

petitioner clained a deduction for divldends paid ln its Federal lncome
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tax for the taxable year ended Apri l  30, 1976 of.  $4,138,384.24 and paid no

Federal income tax for said year.

(g) Petitioner had registered under the Investment Company Act of

1940, as amended, (15 U.S.C. 80a-1 to 80b-2) as a management company and

at al-l- times during the taxabl-e year ended Aprll 30, 1976 Lt was registered

under such Act.

(h) Petitioner had elected to be a regulated investment company in a

Federal income tax return flled for a year prior to the year ended Aprll 30'

1976 and accordingly, it fi led its Federal income for the taxable year

ended Aprl1 30, L976 as a regulated lnvestment company.

(i) A1-l- of petitionerfs gross income as determl.ned for Federal income

tax purposes for the taxabJ-e year ended ApriL 30, L976, was derlved from

dividends, interest and gains from the sale or dlsposit ion of stock or

secur i t ies .

( j )  None of the pet i t ionerts gross income as determined for Federal

income tax purposes, for the taxable year ended April 3Q, L976 was derived

from the sale or dlsposit lon of stocks or securi t ies held for less than

three months.

(k) At the close of each quarter of the taxable year ended Aprll 30'

L976, at least 507. of pet i t ionerrs assets conslsted of cash and cash

ltems, Governnent securities and securities of other regulated investment

companies and other securities llnited in respect of any issuer, to an

amount not greater in value than 52 of petitlonerts total assets and to

not more than 102 of the outstanding voting securities of such lssuer.

(1) At the close of each quarter during the taxabl-e year ended April 30,

L976, not more than 252 of the value of pet i t lonerfs total  aasets waa
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invested ln the securities (other than Government securitl-es or the

securities of other regulated investment companies) of any one issuer' or

of two or more issuers which petltioner controls and which are engaged ln

the same trade or business or a rel-ated trade or business.

(n) Petitionerrs deductl"on for divldends paid durlng the taxable year

ended Aprll 30, L976 fot Federal income tax purposes exceeded the sun of

(i) 90% of its investment company taxable lncome, as determined by Section

852(b) I .R.C.,  before the deduct ion for div ldends paid pJ-us ( i f )  902 of

the excess of (a) lts interest income excludlble fron gross income under

Sect lon f03(a) I .R.C. over (b) i ts deduct ions disal- lowed under Sect ions

2 6 5  a n d  2 7 L ( a ) ( 2 ) .

(n) Petitioner mal-ntained records as to the actual ownership of its

capital  stock as required by sect lon L.852-6 of the Regulat lons under the

Internal Revenue Code of L954.

2. Pet, i t ionerrs claim for refund ls premised upon the assert ion that

rrinvestment company taxable income" rather than Federal taxable income is the

approprl"ate starting point for computing petltlonerfs entire net lncone and lts

franchise tax liability under Article 9-A of the Tax Law. In essence' Petitioner

seeks, for purposes of computing franchl-se tax L1abi1-ity to New York' a deductlon

for div idends pald.

3. Pet l t loner 's representat l"ve herein, Hutton and Solomon, Esgs. (Stephen L.

Solomon, Esq.,  of  counsel) ,  is also the duly authorLzed representat ive for a

number of other parties, all of whom have filed timely petitions to contest

denials of refunds claimed upon the ldentical assertlon as is ral"sed by peti-

t ioner.  Each of those part les has, by a st ipulat ion duly executed by thelr

authorlzed representatlve and by the Audlt Divislonrs authorlzed representatl.ve'
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agreed to be bound by the decision rendered hereln without oral hearlngs and

lssuance of separate declsions pertainlng to each of such pet i t lons. A l ist lng

of the parties included in such stlpulation ls attached to this decislon as

Appendix rrAr'.

CONCLUSIONS OF LAW

A. That the tax imposed upon petitloner pursuant to Artlcle 9-A of the

Tax Law is based upon pet l t ionerrs ent ire net incoure (Tax Law 5209).  EntLre

net income is, in turn, total net income from all sources and is presumably the

same as the dntire taxable income which petitioner ls required to report to the

United States Treasury Department (Tax Law $208.9).

B. That sect ion 3.11 of Rul ing of State Tax Commission With Respect to

the Franchlse Tax on Business Corporationsr promulgated on March 14, L962, and

in effect unt i l  January I ,  L976, provided:

' rDef ini t ion of Ent ire Net Income (Law Sec. 208.9).

a. Entire net income means total net income from all sources, and is
presumed to be the same as the taxable income which the taxpayer is
required to report to the Unlted States Treasury Department for
purposes of the Federal income tax imposed by chapter 1 of the
Internal Revenue Qeds * ,t ,t. However, neither the taxable lncome
actually reported nor the taxable income actually determined for
Federal income tax purposes is necessarily the same as the taxable
income required to be reported for Federal income tax purPoses under
the provlsions of the Internal Revenue Code. Ordinarlly the deternl-
nation of the Commissioner of Internal Revenue ls followed, but lt is
not bindlng on the State Tax Connission.tt

b.  tFederal  taxable incomer is the start lng point in the
computation of entire net income. This means taxable income as
def ined in sectlon 63 of the Internal Revenue Code, ry.'!3gy.-93ecl?l
type of taxable income such as finvestnent cgmparly taxable l4cgPet or

r . r '  (emPhas is  added) .

C. That 20 NYCRR 3-2.2(b),  f i l -ed August 31, L976 arrd effect l .ve for al l

taxable years beginning on or after January 1, 1976, provided, in relevant

par t ,  as  fo l lows:
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"(b) rFederal taxable lncomer Ls the startlng polnt ln computlng
entire net income. rFederal taxabl-e incomef means taxable Lncome as
defined in sectlon 63 of the Internal Revenue Code, and does not mean
rlnvestment comDanv taxable lncomer as defined ln section 852 of therlnvestment company taxable lncomer as defined ln section 852 of the
Internal Revenue Code." (emphasls added).

D. That effective Jul-y 5, L979r the Legislature amended the Tax Law by

adding as subdivls lon 7 to sect ion 209 (L. L979, Ch. 500),  the fol lowlng:

t'7. For any taxable year, beglnning on or after January flrstr
nLneteen hundred elghty of a regul-ated Lnvestment company' as deflned
ln section eight hundred fifty-one of the internal revenue code of
nineteen hundred fifty-four, ln whlch such company ls subJect to
federal Lncome taxation under sectlon elght hundred fifty-two of such
code, such company shall be subject to a tax computed under elther
clause one or four of paragraph (a) of subdivisl,on one of section tlto
hundred ten of this chapter, whichever ls greater, and shalL not be
subject to any tax under article thirty-two of this chapter. In the
case of such a company the term rentlre net lncomer neans tlnvestment

company taxable incomef as defined Ln paragraph two of subdLvlslon
(b) of sect ion eight hundred f l f ty- two, as modif ied by sect ion eight
hundred flfty-flve, of the internal revenue code of nineteen hundred
fifty-four plus the amount taxabl-e under paragraph three of subdivl-
sion (b) of sectl.on elght hundred flfty-two of such code subJect to
the modlficatlon required by subdivlsion nine of sectlon two hundred
eight of this chapter, other than the nodiflcatlon requlred by clause
two of paragraph (a) and by paragraph (f) thereof, including the
nodlficatlon required by paragraphs (d) and (e) of subdlvlsion, three
of sect lon two hundred ten of this chapter.r '  (enphasls added).-

E. That, as specified by its onm terms, subdivislon 7 of Tax Law sectlon

209 was nade applicable to taxable years beginnlng on or after January 1' 1980

and was not nade retroactive to taxable years beginning prior to such date.

AccordLngly,  Federal  taxable income of $4r138r384.24, as reported by pet l tLoner

for l ts f iscal  year ended Apri l  30, 1976 at l ine 28 of Form 1120 (U.S. Corporat lon

Income Tax Return), was the proper starting point for computing entire net

income and, in turn, petitlonerrs New York State franchise tax liabillty.

In turn, 20 NYCRR 3-2.2(b) was amended on Octobet 29, 7982 to comport wlth
the above-noted legisl-atlve amendment.
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F. That the petition of The Dreyfus Speclal Income Fund, Inc. ls hereby

denied and the denlal of claim for refund Ls sustained.

DATED: Albany, New York STATE TAX COMMISSION

sEP 30 1985
PRESIDENT
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APPENDIX IIAII

Aff i l lated Fund, Inc.
Axe l{oughton Fund B, Inc.
A:<e Houghton Income Fund, Inc.
Axe Houghton Income Fund, Inc.
Axe l{oughton Stoek Fund, Inc.
Axe-Houghton Income Fund, Inc.
Axe-Houghton Stock fund, Inc.
Broad Street Invest lng Corp.
Broad Street Invest ing Corp.
Bul-lock Fund Ltd.
Bul lock Fund, Ltd.
Bul lock Fund, Ltd.
CarrLer & General  Corp.
Carr lers & General  Corp.
Carr l -ers & General  Corp.
Chenical  Fund, Inc.
Chemical- Fund, Inc.
Chenical  Funds, Inc.
Dividend Shares, Inc.
Divl ,dend Shares, Inc.
Dreyfus Llquid Assets, Inc.
Dreyfus Special Income Fund
Dreyfus Special Income Fund, Inc.
First  Investors Bond Appreciat ion Fund' Inc.
First  Investors Fund for Income, Inc.
First. Investors Fund For Income, Inc.
First  Investors Fund for Income, Inc.
Flrst  Investors Fund for Income, Inc.
First  Investors Fund for Income, Inc.
First  Investors Fund, Inc.
First  Investors Natural  Resources Fund, Inc.
First  Investors Optlon Fund, Inc.
First  Investors Resources Fund, Inc.
Lord Abbet Income Fund, Inc.
Lord Abbett Bond - Debenture Fund, Inc.
Lord Abbett Income Fund' Inc.
Lord Abbett Income Fund, Inc.
MerriLL Lynch Ready Asset Trust
Nat ional Investors Corp.
Natlonal Investors Corporation
National Securitles Fund - Bond Fund
Natl-onal Seeurities Fund - Divldend Fund
National Securities Fund - Preferred Fund

National Securi t les & Research Corp.
Nattonal Securitl"es Fund - ?referred Sund
National Securities Fund - Stock Fund

National Securi t ies & Research Corp.

TAB NM{BER

44191 | s0802
40034
33086
34352
33087
42779
387  17
38225
4s088
32888
34353
43078
45098
34354
5 1045
3435s
44196
32889
34356
39929
42079
38609
34120
50645
33254
37225
4L97 T
44197
50644
45090
50647
50646
44195
50803
44L92
33089
44193
44190
4509r
38230
386  18
38619
30494

38621
30495
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National Securities Fund - Stock Fund
National Securities Fund - Balanced Fund
Natlonal Securities Fund - Bond Fund
National Securities Fund - Preferred Fund
National Securities Funds - BaLanced Fund

National Securl t ies & Research Corp.
National Securitl"es Funds - Balanced Fund
Natlonal Securitles Funds - Bal-anced Fund
Natlonal Securit,tes Funds - Balanced Fund

The Bank Of New York Trustee
NationaL Securitles Funds - Bond Fund

Natlonal Securl t ies & Research Corp.
Nat,ional Securit,ies Funds - Bond Fund
National Securities Funds - Bond Fund

The Bank of New York, Trustee
National Securlties Funds - Dlvidend Fund

Natlonal Securi t ies & Research Corp.
National Securitles Funds - Dividend Fund
National Securities Funds - Divldend Fund

The Bank of New York, Trustee
National Securl-ties Funds - Growth Fund

National Securl t ies & Research Corp.
National Securities Funds - Income Fund

Natl"onal Securi t ies & Research Corp.
Natlonal Securities Funds - Income Fund
Nat,lonal Securities Funds - Incone Fund
Natlonal Securities Funds - Income Fund

The Bank of New York, Trustee
National- Securities Funds - Preferred Fund

The Bank of New York, Trustee
Natlonal Securltles Funds - Stock Fund
National SecurLties Funds - DlvLdend Fund
Natlonal Securities Funds - Income Fund
Natlonal Securities Funds - Stock Fund
Oppenheiner Income Fund of Boston, Inc.
Oppenhelmer Incoue Fund, Inc,
Oppenhelner Monetary Bridge, Inc.
Oppenheiner Money Market Fund, Inc.
Oppenhelner Speclal Fund, Inc.
Oppenheiner Specl"al Fund, Inc.
Surveyor Fund, Inc.
The Dreyfus Fundr Inc.
The Dreyfus Leverage Fund, Inc.
The Dreyfus Leverage Fund, Inc.
The Dreyfus Special Income Fund
The Dreyfus Special Income Fund, Inc.
The Lehman Corp.
The Lehman Corp.
The Lehman Corp.

TAB NI]I"IBER

38622
34124
34125
34129
30489

38617
44203
46L55

30490

44198
46156

30491

4420r
46  158

30492

30493

38620
44200
46157

46Ls4

44202
34126
34t27
34t28
4107 5
33091
33092
45097
33093
45093
42773
44199
33293
40100
30488
45976
33088
37226
44L94
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NAME

The One Willian Street Fund, Inc.
The One Willian Street Fund, Inc.
The One WiLl-lan Street Fund, Inc.
The Value Line Cash Fund, Inc.
The Value Llne Income Fund, Inc.
The Value Llne Leverage Growth Investors,
Tri-Contlnental Corp.
Tri-Continental Corporation
Trlnwall Bond Fund, Inc.
Trl-nwal-l- Bond Fund, Inc.
Trl"nwall Cash Reserve, Inc.
Union Incone Fund, Inc.
Union Income Fund, Inc.

Inc .

TAB NI'MBER

33090
37229
44871
405L7
405 16
44L89
45092
38606
34358
405 18

35119 | 402s0
38231
45089


